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Economic Development in Africa 


The Economic Survey of Africa Since 1950, pub- 
lished by the Department of Economic and Social 
Affairs of the United Nations, states that in most 
countries of Africa the past ten years have seen more 
or less sustained increases in real national incomes in 
both total and per capita terms. Nevertheless, except 
in the Union of South Africa (the only highly indus- 
trialized country on the continent) and in the Egyptian 
Region of the United Arab Republic, probably the 
greater part of the population lives within the frame- 
work of the traditional economy, of which subsistence 
agriculture is the mainstay. The transformation of the 
traditional and mainly subsistence economy to a mod- 
ern economy constitutes a basic characteristic of eco- 
nomic development in most of Africa. Indications are 
that this process, which has gone on rapidly in recent 
years, will continue at an accelerating pace in the future. 


In the whole continent, there are approximately 220 
million inhabitants, or 8 per cent of the world’s total. 
Although population density is. high in parts of Africa, 
the continent as a whole is still sparsely populated in 
relation to land resources. 


Indicators of total economic activity, such as domes- 
tic product and national income, in some cases for 
one year only, are now available for 21 countries, to- 
gether comprising more than 85 per cent of the conti- 
nent’s total population. The accuracy of these figures, 
which are presented in the accompanying table, varies 
considerably from country to country, largely as a result 
of inadequate estimation of subsistence output. (All 
the estimates are for the years 1956 or 1957 and are 
in current prices, with the exception of the estimate 
for Egypt, U.A.R., which is in 1954 prices. The 
figures for Kenya refer to the net domestic product 
at factor cost, for Zanzibar to the gross domestic 
product at market prices, for Tanganyika to the gross 
domestic product at factor cost, and for Ghana to the 
gross national product at factor cost.) The validity of 
comparisons might also be materially impaired by the 
application of official rates of exchange to convert the 
relevant estimates from national currencies to U.S. 
dollars. 


The Economic Survey remarks that, as a consequence 
of the sparse population, the demand for labor arising 
from the transformation to a modern economy tends 
to affect the whole of the traditional economy. One 
result of the flow of labor into the modern economy 
may be a deterioration in subsistence agricultural pro- 


duction. An impressive example of this process is pro- 
vided in the Union of South Africa. However, where 
peasant agriculture is the main source of export pro- 
duction, as in Uganda and parts of West Africa, the 


National Income of Selected Countries in Africa 


Total 
(million Per Capita 


U.S. dollars) (U.S. dollars) 
North Africa 
Algeria ,123 221 
Egypt, U.A.R. 6 109 
Morocco, Southern Zone ,643 191 
Tunisia 667 176 


Union of South Africa 4,819 346 


East Africa 


Ethiopia 604 30 
Kenya 480 78 
Madagascar 586 119 
Mauritius 132 232 
Tanganyika 406 48 
Uganda 321 57 
Zanzibar 24-35 -126 


Central Africa 
Belgian Congo 976 76 
Rhodesia and Nyasaland, Federation of 959 132 


West Africa 
Cameroons, French Administration 451 142 
French Equatorial Africa 614 126 
French West Africa 2,523 133 
Gambia 16-20 56-70 
Ghana 912 194 
Nigeria 2,186 69 
Sierra Leone 147 70 
effects of the growth of the modern economy may be 
to transform the traditional economy rather than to 
disintegrate it. In almost all African countries, there 
has recently been a growth both in production for 
export and in domestically oriented activities. A large 
proportion of income derived from exports tends to be 
spent directly on imports, because there is little or no 
local production to satisfy the demand of the recipients 
of such income; thus, to that extent, it does not give 
rise to a secondary demand for domestic production. 
Nevertheless, some of the income derived from exports 
does increasingly give rise, in varying degrees, to a 
demand for domestic products, and the response to 
these demands by developing production for the market 
tends to have a cumulative effect on economic growth. 
More important, however, the effect of development 
expenditures, especially by governments, has been to 
enlarge greatly the scope of domestically oriented activi- 
ties within the modern economy—partly by diverting 
an increased share of export income to internal devel- 
opment, and partly by expending funds from other 
sources, including grants and loans from metropolitan 
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and other governments and loans from international 
agencies, such as the International Bank for Recon- 
struction and Development. The pace of this process 
may be expected to increase, and the aim of all govern- 
ments will be to increase it, since this is what economic 
development implies. The focal point of the immedi- 
ate problems of the economic development of most 
African countries then becomes the disintegration of 
the traditional economy and the diversion of its re- 
sources of land and labor to the modern economy. 

In the years since World War II, the lack of finance, 
including foreign exchange, has not generally been an 
obstacle to African development. Much more impor- 
tant have been physical limitations and bottlenecks— 
inadequate transport facilities, lack of data essential for 
specific projects, and, above all, shortage of technical 
skills at almost all levels. Among the most urgent prob- 
lems, therefore, especially in tropical Africa, are those 
which relate to transport, to specific knowledge of 
natural resources in situations most promising of im- 
mediate development, and to training for government 
service and in other fields. 

The financing of capital formation is nevertheless an 
important problem—and in some cases may become 
a critical one—for African countries, not the least for 
the newly independent ones. 

The Economic Survey states that it is desirable that 
the rate of capital formation should increase, and that, 
in this event, domestic saving will not be adequate for 
the investment needs of most African countries. Thus, 
problems relating to obtaining investment funds from 
external sources (governments, international institu- 
tions, or private sources) acquire great importance. 

Greater diversity of economic activity is likely to be 
a major aim of most African countries. One important 
aspect of such an aim is industrialization. While it is 
obvious that, in this respect, the possibilities vary 
greatly from country to country, all are interested in 
increasing the range of goods produced for the domestic 


IBRD Bond Issue on Swiss Market 


Announcement was made on January 28 that an 
issue, at par, of Sw F 60 million (approximately 
US$13,960,000) of 4% per cent 12-year bonds of 
the International Bank for Reconstruction and Devel- 
opment (IBRD) would be publicly offered in Switzer- 
land from January 29 through February 5 by a 
syndicate of leading Swiss banks. This is the eighth 
public issue in Swiss francs by the IBRD. The Swiss 
Credit Bank, the Swiss Bank Corporation, and the 
Union Bank of Switzerland head the underwriting 
group, as they did in the previous offerings. 

The new issue is dated February 15, 1960 and ma- 
tures on February 15, 1972. The bonds will have no 
sinking fund and will be noncallable for 8 years. On 
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market or in developing the processing of primary 
products before export. It is evident that there has 
been considerable growth of these types of activity in 
many African countries in recent years, although with 
very few exceptions manufacturing industry comprises 
a small part of total economic activity. The possibilities 
for processing primary products to more refined or 
advanced stages before export depend in large measure 
on technical and economic factors which are often 
beyond the control of African countries. The amount 
of industrialization that can be expected from this 
source, though important, is limited. Import substitu- 
tion is a characteristic form of industrial growth in 
economies, such as many in Africa, in which exports 
and imports form a high proportion of total income, 
The great advantage of import substitution in such 
cases is that the market already exists and industries 
can be built up one by one, without the prerequisite of 
all-round growth. 

One of the conclusions arrived at in the Economic 
Survey is that the public sector must play a highly 
significant role in the economic and social development 
of African countries. Direct government and govern- 
ment-sponsored activities exert, because of their rela- 
tive size, a major influence in the transformation of the 
traditional economy into a modern economy; but there 
is also the fact that, given the lack of conditions neces- 
sary for spontaneous growth, many African govern- 
ments have no choice but to perform the functions of 
an entrepreneur in diverting domestic savings into pro- 
ductive investment and even in assuming responsibilities 
of management. Government initiative is particularly 
essential in the development of such facilities as trans- 
port, water supply, and power. In these circumstances, 
measures to increase the supply of trained administra- 
tors, at both high and intermediate levels, assume an 
urgency which can scarcely be overemphasized. 
Source: United Nations, Economic Survey of Africa 

Since 1950, New York, N.Y., 1959. 


and after February 15, 1968, the World Bank may 
redeem at par all or part of the issue on any interest 
payment date on 45 days’ notice in case of partial 
redemption and 3 months’ notice for total redemption. 


Interest will be payable annually on February 15, 
with the first payment due on February 15, 1961. The 
issue will be listed on the stock exchanges of Ziirich, 
Basle, Berne, Geneva, and Lausanne. 

Including the present issue, the aggregate of World 
Bank bond and note issues outstanding in Swiss francs 
will amount to about Sw F 627 million (approximately 
$146 million). 


Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D. C., 
January 28, 1960. 
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U.S. Development Loan Fund Agreements 


In addition to the loans signed in December to aid 
in financing projects in Korea, Yugoslavia, and the 
Philippines (see this News Survey, Vol. XII, p. 214), 
the U.S. Development Loan Fund (DLF) signed an 
agreement on December 15 under which it will lend 
$750,000 each to three commercial banks in Taipei 
(the Hua-Nan Bank, the Chang-Hua Bank, and the 
First Commercial Bank) and $250,000 to the Central 
Trust of China. The borrowing banks in turn may 
make loans of up to $100,000 each to small industries. 

The signing of an agreement to lend $800,000 to 
the Nigerian Ports Authority for the erection of a 
produce warehouse in Lagos was announced on Decem- 
ber 31. The warehouse will be used to store and 
handle the rapidly increasing tonnage of cocoa and 
other agricultural products being shipped from Lagos. 

In January, four loan agreements were signed: on 
January 16, a $22 million loan to the Government of 
Pakistan for the rehabilitation of railways in West 
and East Pakistan (see this News Survey, Vol. XII, 
p. 181); on January 19, a $10 million loan to the 
Pakistan Industrial Credit and Investment Corporation, 
Ltd., to assist in the creation, expansion, and moderni- 
zation of small and medium-sized private enteprises 
in Pakistan (see this News Survey, Vol. XII, p. 120); 
on January 21, a loan of $300,000 to the Government 
of Haiti for a design engineering study for the con- 
struction and reconstruction of a highway in the South- 
ern Peninsula; and on January 29, a $31 million loan 
to the Public Power Corporation in Greece (see this 
News Survey, Vol. XII, p. 232). 


Sources: Development Loan Fund, Press Releases, 
Washington, D. C., December 15 and 31, 
1959, and January 16, 19, 21, and 29, 1960. 


Europe 


Investment in the United Kingdom 


According to the latest survey by the Board of Trade, 
private industry in the United Kingdom expects to 
spend 16 per cent more on fixed capital investment 
in 1960 than in 1959. Investment spending in manu- 
facturing industry is expected to rise by 14 per cent, 
and expenditures by other sectors of private industry 
are expected to increase by 20 per cent. 

These estimates show that there has been a signifi- 
cant change in industries’ investment intentions since 
the previous survey by the Board of Trade in the sum- 
mer of 1959; at that time, industry expected that fixed 
capital spending in 1960 would be less than in 1959 
(see this News Survey, Vol. XII, p. 97). A substan- 
tial part of the revision is accounted for by the iron and 
steel and motor vehicle industries. According to the 
latest estimates, these industries are now expecting to 


spend 50 per cent more in 1960 than they spent last 
year. However, even when these industries are excluded, 
the latest forecasts show that expenditure on fixed in- 
vestment by the rest of manufacturing industry may be 
4 per cent more than in 1959, while six months ago 
the expectation was that 5 per cent less would be 
spent this year. 


The Board of Trade points out that there is normally 
some change in the forecasts in capital spending be- 
tween the provisional estimate made in the summer of 
a year and the subsequent estimate made at the begin- 
ning of the next year. During the period that these 
forecasts have been compiled, however, the change has 
never been so great as indicated by the current estimate. 
The Board of Trade suggests that the forecast may 
turn out to be too optimistic. Since rather a signifi- 
cant increase in capital investment is being “planned, 
experience suggests that achievements may well fall 
short of intentions. 


Sources: The Times and The Financial Times, London, 
England, January 19, 1960. 


Increase in Irish Interest Rates 


The Irish Banks Standing Committee has announced 
an increase, effective January 29, of ‘2 per cent in 
the rates of interest payable on deposit accounts. De- 
posit rates on amounts under £25,000 will now be 
1% per cent, and on amounts of £25,000 and over, 
2% per cent. The ordinary lending rate for advances 
has also been increased by % per cent, to 6% per cent, 
with consequential changes in other lending rates. 


Source: The Times, London England, January 29, 1960. 


Relaxation of French Exchange Restrictions 


As of January 25, imports into France of liberalized 
commodities and all nonprohibited exports have been 
completely freed from control if their value does not 
exceed NF 5,000; the limit previously was NF 3,500. 
French importers have been authorized to cover in the 
official forward exchange market not only the amount 
of their purchases, as previously, but also incidental 
expenses, such as insurance and transportation costs. 
French tourists are now permitted to retain in foreign 
banknotes and coins up to the equivalent of NF 250 of 
any unspent portion of their annual foreign exchange 
allowance of NF 1,500. Without authorization of the 
Bank of France, authorized banks may open non- 
resident accounts for French citizens who have resided 
abroad for a minimum of four years. The limit up to 
which French residents are permitted to retain during 
the year dividends from foreign shares held abroad 
has been raised from NF 100 to NF 500. Finally, the 
regulations concerning the quotations of foreign cur- 
rencies on the Paris foreign exchange market were 
harmonized with the regulations effective in the other 
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member countries of the European Monetary Agree- 
ment. The Bank of France, acting for the Exchange 
Stabilization Fund, quotes official buying and selling 
rates for the U.S. dollar between which the market 
rate can fluctuate. No official buying and selling rates 
are quoted for the currencies of the member countries 
of the European Monetary Agreement; the rates for 
these currencies are determined by the rate for the U.S. 
dollar in Paris and in each of the countries concerned. 
Sources: Le Monde and Agence Economique et Finan- 
ciére, Paris, France, January 25, 1960. 


Paris Gold and Foreign Exchange Market 

Recent developments in Algeria were followed by a 
rise in turnover on the Paris gold market. The price 
of gold increased from NF 5.615 per fine gram on 
January 22 to NF 5.655 a week later. Similarly, the 
price of the 20-franc gold coin, the napoleon, rose to 
NF 36.80 on January 29, from NF 36.00 a week earlier. 


Some pressure on the franc was also noticeable dur- 
ing the last week of January on the Paris foreign 
exchange market, where the premium of the franc over 
the U.S. dollar and most other currencies was con 
siderably reduced. The rate for the U.S. dollar, which 
in mid-January was close to NF 4.91, rose to NF 4.9205 
on January 29, compared with the par value of 
NF 4.93706. The pressure on the franc was attributed 
to a large outflow of capital, and vigorous intervention 
by the Bank of France in the Paris foreign exchange 
market was reported. 


Sources: The Economist, London, England, Janu- 
ary 30, 1960; Le Monde, Paris, France, Janu- 


ary 31-February 1, 1960. 


Trade Between Iceland and the U.S.5.R. 

Under a three-year trade agreement signed by Ice- 
land and the U.S.S.R. for the period 1960-62, the 
U.S.S.R. will import annually 12,000 tons of salted 
herring, 3,000 tons less than in the earlier agreement 
Otherwise, 
the agreement is largely unchanged from the one 
covering the period 1957-59. Iceland’s main export to 
the U.S.S.R. is frozen fish fillets; in 1958, these ac- 
counted for over 75 per cent of Iceland’s total exports 
to the U.S.S.R. Iceland will continue to cover its total 
requirement of liquid fuel by imports from the U.S.S.R.., 
and will also buy 8,000 tons of iron and steel, 45,000 
cubic meters of timber, and 500 automobiles. The 
value of Icelandic exports (f.o.b.) to the U.S.S.R. in 
1958 amounted to the equivalent of US$10.8 million, 
and imports (c.i.f.) from the U.S.S.R., to $15.0 million. 


because of increased Russian production. 


Source: Svenska Dagbladet, Stockholm, Sweden, Janu- 
ary 26, 1960. 


National Development Bank in Portugal 

The National Development Bank in Portugal (see 
this News Survey, Vol. XI, p. 67) began operations 
on January 4. Of its total capital of Esc 1 billion 
(nearly US$35 million), Esc 650 million has been 
subscribed by the Government of Portgual and its 
various Overseas territories, Esc 275 million by private 
individuals and banks, and Esc 75 million by the Bank 
of Angola. The Development Bank has taken over the 
functions and assets of the former National Develop- 
ment Fund and of the Development Department of 
the Bank of Angola. It will not only finance specific 
projects but will also carry out research on investment 
possibilities and will become an advisor agency for 
private investors. 


In a press conference, the Governor of the Bank 
stated that it would launch a campaign to attract long 
term deposits. He hoped that resources could also be 
obtained abroad, particularly from foreign and inter- 
national credit institutions; in this connection, he stated 
that it would be necessary to raise the legal maximum 
interest rates so as to make foreign investment in 
Portuguese development more attractive. 


Source: Jornal do Comercio, Lisbon, Portugal, Janu- 
ary 5, 1960. 


Foreign Investment in Spain 


In order to attract foreign capital into Spain, the 
Spanish Government enacted, on July 27, 1959, a 
law which relaxed considerably the restrictions on the 
participation of private foreign capital in Spanish enter- 
prises. This law provides that Spaniards residing 
abroad, foreigners, and foreign companies may transfer 
to Spain their capital in foreign currencies which are 
negotiable in the Spanish exchange market (see this 
News Survey, Vol. XII, p. 78) and may invest, with- 
out prior authorization, the peseta equivalent in the 
modernization, expansion, and establishment of Span- 
ish enterprises, up to a limit of 50 per cent of the 
capital of such enterprises. Larger investment must 
have the special authorization of the Council of Min- 
isters. Foreign investment is not permitted in Spanish 
enterprises whose activity is directly connected with 
national defense, public information, and certain public 
services; investment in Spanish companies dealing with 
oil, banking, insurance, mining, films, and shipping is 
governed by this law only on matters not covered by 
special legislation to which they remain subject. In- 
come from investment in activities rated as having 
“economic and social priority” may be freely transferred 
abroad without limitation; for other investments, income 
of, as a rule, up to 6 per cent per annum of the capital 
invested may be transferred abroad. For priority in- 
vestment, the principal may be repatriated, starting, as 
a rule, two years after the date of investment, and 
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repatriation may be completed within the two following 
years. Repatriation of nonpriority investment may also 
begin two years from the date of investment and may 
be completed within the four following years. 

To implement the law of July 27, 1959, supplemen 
tary provisions were approved by the Spanish Govern- 
ment on December 24, 1959. Under these provisions, 
foreign investment for the purpose of modernizing, 
expanding, and establishing Spanish enterprises may be 
effected not only by bringing into Spain foreign exchange 
which is negotiable in the Spanish exchange market, 
but also by bringing in capital goods, by using pesetas 
that are transferable or convertible, or by providing 
“know-how,” patents, or licenses. Also, Spanish enter- 
prises with foreign participation of 25 per cent or less 
may obtain long- or medium-term credits from Spanish 
sources, with no limitations. If the foreign participa- 
tion exceeds 25 per cent, credits of up to 50 per cent 
of the total capital of the enterprise may be obtained 
from Spanish sources. Higher credits may be authorized 
by the Ministries of Finance and Commerce, in which 
case they may be made conditional on foreign credits 
being obtained jointly. Spaniards residing abroad, for- 
eigners, and forcign private companies may purchase 
freely, with pesetas resulting from the conversion of 
negotiable foreign exchange in the Spanish market or 
with convertible pesetas, shares in Spanish companies 
up to a maximum of 50 per cent of the capital of such 
companies. Foreign shareholding is permitted in all 
Spanish companies except those whose activity is in 
fields to which the provisions of the law of July 27, 1959 
do not apply or which are subject to special legislation 
(see above). In respect of dividends legally distrib- 
uted, the holders of shares of Spanish companies may 
freely transfer abroad, in the currency used for the 
purchase of the shares, up to 6 per cent per annum; 
also, proceeds derived from the transfer of the shares 
purchased, up to the amount of the original purchase 
price, may be transferred abroad. Any excess of 
pesetas above these transferable limits may be used to 
purchase additional shares of the 
companies. 


same or other 
Source: Spanish Economic News 


Spain, January 5, 1960. 


Service, Madrid, 


Sale of Russian Diamonds 


The Diamond Corporation Ltd. of South Africa, in 
which the De Beers group of companies owns a con- 
trolling interest, has announced the signing of a mar- 
keting agreement with the U.S.S.R. Under it, all 
diamonds produced by the Soviet Union that the Soviet 
authorities want to sell in the Western world will be 
purchased by the Diamond Corporation. 


Source: The Journal of Commerce, New York, N.Y., 
January 19, 1960. 


, 


1960 


Middle East 
Assistance from U.S.S.R. fo Countries in the Middle East 


It was announced in Cairo on January 18 that agree- 
ment had been reached between the Governments of 
the United Arab Republic and the U.S.S.R. to the effect 
that the latter would extend its agreement on the Aswan 
High Dam financing to cover all stages of construction, 
instead of only the first stage. According to the Cairo 
press, the second line of credit, about the equivalent 
of LE 90 million (the Soviet credit for the first stage 
of construction was 400 million rubles, or about LE 40 
million), will be repayable in 12 yearly installments 
after the completion of the project, and will bear inter- 
est at 242 per cent per annum. Details of the agreement 
have still to be worked out. 

Under an agreement concluded on January 19, the 
U.S.S.R. will provide to Afghanistan a line of credit 
equivalent to US$22 million, to finance the Jalalabad 
irrigation and power project on the Kabul River in east 
Afghanistan. The main parts of the project are a dam, 
a hydroelectric power plant with a capacity of 11,000 
kilowatts, pumping stations, and a 70-kilometer canal 
for irrigation of about 64,000 acres of land. The project 
is scheduled for completion within 4 years. 

Arrangements have been finalized for the construc- 
tion in Iraq of two projects to be undertaken under the 
terms of the March 1959 economic and technical agree- 
ment with the U.S.S.R. Construction of an additional 
railway linking Iraq with Europe through Turkey is 
expected to begin shortly and to be completed within 
2% years. The other project is Iraq’s first steel mill, 
with a capacity of 60,000 tons; its completion is ex- 
pected to be an important factor in the industrialization 
of Iraq. 


Source: Middle East Economic Digest, London, Eng- 
land, January 22, 1960. 


hey 


Israel's Security Market 

The nominal value of new securities issued in Israel 
in the first half of 1959 was I£72 million, while securi- 
ties redeemed totaled [£18 million. Net sales of gov- 
ernment securities (after deduction of redemptions) 
were I£7.6 million, [£200,000 less than the value of 
savings certificates allotted within the same period as a 
premium to individuals against foreign exchange sold 
by them to the Treasury. These certificates cannot be 
considered as long-term investment, for they are usually 
redeemed within six months of issue. 

New issues of government-guaranteed securities 
totaled [£24.8 million, including I1£10 million in con- 
vertible debentures of the Israel National Oil Company 
and 1£4.8 million of dollar-linked Immigration Loan 
premium bonds issued by the Jewish Agency. 
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Most of the new securities issued were in the form 
of “linked” bonds. Bonds to the amount of I1£20 million 
were “linked” to the U.S. dollar under the terms of 
issue, and of I£44.5 million either to the dollar or to 
the cost of living index at the subscribers’ discretion. 
Nearly all bearer bonds were linked to the dollar, and 
about one third of the registered certificates, held mainly 
by institutional investors, to the index. 

The increase in share prices (see this News Survey, 
Vol. XII, p. 94) ceased in September, and the market 
settled at a new level. The economic importance of the 
recovery of the share market in 1959 should not be 
overrated. The combined market price of the shares 
quoted on the Tel-Aviv Stock Exchange is less than 
1£24 million, of which the larger part is held by fixed 
investors. In these circumstances, even a slight increase 
in demand could induce a considerable rise in prices. 


Source: Bank of Israel Bulletin, 
January 1960. 


Agreement Between Pakistan and Burma 

The agreement between Pakistan and Burma, which 
was renewed on January 10 for a three-year period, 
provides for an increase in Pakistan’s purchases of rice 
from Burma, from the current annual rate of 300,000 
tons to 600,000 tons. During the negotiations, solutions 
were reached on certain outstanding financial problems. 
At the time of the India-Pakistan partition, Burma’s 
debt to India was Rs 484.5 million; after partition, 
15 per cent of this debt became payable to Pakistan. 
As a result of the settlement of this issue, it is expected 
that trade between Pakistan and Burma will increase. 


Jerusalem, Israel, 


Source: Middle East Economic Digest, London, Eng- 
land, January 22, 1960. 


Far East 
India’s Defense Production Program 


The Government of India has approved the expendi- 
ture of about Rs 200 million (US$42 million) for proj- 
ects to modernize and expand defense factories during 
the current fiscal year. This is part of a phased program 
of increasing the output of military stores in India, 
and it is expected that foreign exchange expenditures 
on defense will decrease by about Rs 170 million 
($36 million) when full production is attained in these 
enterprises. Defense production increased steadily from 
Rs 140 million in 1956-57 to Rs 200 million in 
1958-59. 


Source: The Times of India, Bombay, India, Janu- 
ary 19, 1960. 


Estimates of Thailand's Rice Crop 

The official estimate for the 1959-60 rice crop in 
Thailand is 7.5 million tons of paddy, an increase of 
5.6 per cent over the 1958-59 crop of 7.1 million tons. 


The larger output was achieved through an increase 
of 2.5 per cent in the area cultivated (from 5,744,000 
hectares to 5,888,000 hectares) and through a 2.4 per 
cent increase in yield (from 1.24 metric tons per 
hectare to 1.27 metric tons) owing to improved control 
over crop damage from floods, drought, and pests. 
Decreases in the area cultivated in almost every major 
producing area were offset by a 15 per cent increase in 
the Central Plain. The exportable surplus for 1960 is 
estimated at 1.3 million tons. 


Source: The Bangkok Post, Bangkok, Thailand, No- 
vember 21, 1959. 


Budget of Viel-Nam 


The 1960 budget for Viet-Nam, approved by the 
National Assembly on December 29, estimates re~- 
ceipts at VN$14,778 million (including U.S. aid of 
VN$5,852 million), which is VN$498 million less than 
the original estimate for 1959. The decrease is due to 
the Government’s decision not to draw on its reserve 
fund in the fiscal year 1960 and to an expected decline 
of more than VN$200 million from customs duties, 
because of a reduction in imports. 

Total expenditure is expected to be 3.26 per cent 
less than in 1959. Expenditure for the Interior Depart- 
ment was reduced by 10 per cent, for the Information 
Department by 15 per cent, for the Foreign Department 
by 21 per cent, and for the Land Property and Agrarian 
Reform Department by 15 per cent. The allocation for 
military expenditure was decreased by VN$27 million, 
to VN$5,970 million. 


Sources: L’Information du Viet-Nam Economique et 
1959, and The 
Times of Viet-Nam, January 2, 1960, Saigon, 


Viet-Nam. 


Korean Government Overdraft Limit for Fiscal Year 1960 


The Monetary Board in the Republic of Korea ap- 
proved on January 7 a limit of hw 192.8 billion for 
government overdrafts on the central bank in the fiscal 
year 1960: hw 59.7 billion in temporary overdrafts 
(including hw 40 billion for the general account) and 
hw 133.1 billion in permanent overdrafts (including 
hw 119.6 billion for the counterpart overdraft account). 
The limit in the fiscal year 1959 was hw 218 billion. 


Financiére, December 17, 


Source: The Korean Republic, Seoul, Korea, Janu- 
ary 8, 1960. 


Japanese Plans for Relaxation of Import Restrictions 


At a meeting of Japan’s economic ministers on Janu- 
ary 12, it was agreed that restrictions on the 6 items 
which cannot, at present, be imported from the dollar 
area under the automatic approval system will be 
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removed. From April 1, 1960, imports of iron and 
steel scrap, beef tallow, and crude lard will be permitted 
from all currency areas. Similar restrictions on imports 
of raw hides will be removed some time between April 
and October this year, and of pig iron and soybeans 
from October. (See also this News Survey, Vol. XII, 
p. 227.) 


Also effective from April 1, 291 items, including 
waste wool, coffee beans, and nickel ore, will be trans- 
ferred from the foreign exchange fund allocation system 
to the automatic approval system. A further 143 items, 
including certain chemicals, textiles, ceramics, and eggs, 
will be transferred to the newly created automatic for- 
eign exchange allocation system under which imports 
are permitted automatically, upon application to the 
authorities, concerned, without restrictions so long as 
they do not have undesirable effects on the balance of 
payments. 


The Government also plans to authorize exchange 
banks to create nonresident yen accounts, relax foreign 
exchange surrender requirements, liberalize restrictions 
on foreign travel and remittances abroad, increase the 
number of firms that are allowed to employ the current 
account system, and ease curbs on the acquisition of 
Japanese stocks by foreigners. 


Source: Bank of Tokyo, Weekly Review, Tokyo, Japan, 
January 25, 1960. 


Latin America 
Colombia's Economic Policy for 1960 


Colombia’s Minister of Finance has stated that, in 
general, no change in the Government’s economic 
stabilization policy is contemplated for 1960. There 
will be no modification of the commercial banks’ legal 
reserve requirements, the central bank’s rediscount 
policy; or the regulations-on advance deposits for im- 
ports. The Minister observed that financial stability 
and economic growth are not incompatible. He added 
that a bill to permit the Government to unify the 
exchange system would be presented to Congress at 
the first opportunity. 


Sources: El Tiempo, Bogota, Colombia, January 19 
and 20, 1960. 


Colombia's Balance of Payments in 1959 


Gross international reserves of Colombia’s Bank of 
the Republic rose from $160.4 million at the end of 
1958 to $211.7 million on December 31, 1959. The 
Bank has attributed part of the improvement, particu- 
larly in recent months, to an increase in the lag of 
import payments or a lengthening of the terms of 
normal commercial credit. 


Coffee exports in 1959 amounted to 6,413,400 bags 
of 60 kilograms each, an increase of nearly 1 million 
bags over the 1958 figure. Average monthly import 
registrations in 1959 rose to $31.4 million, from 
$23 million in the previous year. The free market rate 
of exchange at the end of 1959 was Col$7.01 per 
U.S. dollar, compared with Col$8.23 at the end of 
1958. 


Sources: Banco de la Republica, Revista, Decem- 
ber 1959, El Tiempo, December 31, 1959 
and January 14, 1960, and Federacién Nacio- 
nal de Cafeteros de Colombia, Boletin 
Semanal de Estadistica, January 7, 1960, 
Bogota, Colombia. 


Other Countries 
Statutory Reserve Deposit System in Australia 


The Reserve Bank of Australia has announced an 
increase of 1 per cent in the statutory reserve deposit 
ratio; effective February 10, the ratio will be 17.5 per 
cent. The Governor of the Bank said that this action 
was a further stage in the program of absorbing excess 
bank liquidity which was commenced with the October 
and November calls for payment into the trading banks’ 
Special Accounts (see this News Survey, Vol. XII, 
p. 194). Following the coming into operation of new 
banking legislation on January 14, the Special Account 
system was replaced by a system of statutory reserve 
deposits (see this News Survey, Vol. XI, p. 386). 
Source: Australian News and Information Bureau, 

Australian Daily News, New York, N.Y., 
January 29, 1960. 


Loan Raisings in Australia 
The Australian Government will open a £A° 45 mil- 


lion cash loan for public subscription from February 2 
to February 17. A new issue of Special Bonds— 
C”—-will also be launched and will remain on 


“ 


Series 
Three new securities for 
short-term, medium-term, and long-term subscriptions 
will be offered in the cash loan, each with a later matu- 
rity date than the corresponding securities in the previ- 
ous loan issued in September 1959 (see this News 
Survey, Vol. XII, p. 124). 
4 per cent securities maturing in February 1963, issued 
at £A 99 12s. 6d. to yield about £A 4 2s. 8d. per cent 
at maturity; 4% per cent September 1969 securities, 
issued at £A 99 10s. to yield abont £A 4 16s. 4d. per 
cent at maturity; and 5 per cent November 1981 
securities issued at par. 


issue until further notice. 


The new issues will be 
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The third issue of seasonal Treasury notes (see this 
News Survey, Vol. XII, p. 179), valued at £A 4.6 mil- 
lion, was announced for early January. Following sub- 
scriptions of £A 12.1 million to the first issue and of 
£A 6.8 million to the second, total subscriptions would 
amount to £A 23.5 million. 


Total funds subscribed in the short-term money mar- 
ket amounted to £A 75.4 million as of December 9, 
1959, an increase of £A 30.9 million over the previous 
four months. During the first week of December, the 
minimum rate of interest paid by the market was about 
2% per cent for call money, and the maximum rate 
was about 3% per cent for fixed-period loans. 
Sources: The Sydney Morning Herald, Sydney, Aus- 
tralia, December 15 and 26, 1959; The 
Financial Times, London, England, Janu- 
ary 25, 1960. 


Economic Outlook in New Zealand 

A new confidence in future growth and expansion 
has become evident Zealand in the past 
12 months. Basically, the confidence stems from the 
improvement in overseas trade. 


in New 


Wool prices, which 
had begun to recover at the close of last season, have 
risen further in the current season and, with a larger 
clip, wool receipts should increase substantially. Butter 
and cheese prices reached record levels; although these 
cannot be regarded as permanent, future prospects ap- 
pear satisfactory. Beef prospects, too, seem sound, but 
for lamb the picture is disquieting. With an estimated 
19 million lambs coming to market this season (2 mil- 
lion more than in 1958-59) and with production of both 


lambs and broiler chickens increasing in the only major 
market, the United Kingdom, there are likely to be 
serious marketing problems this year. 


Private imports during 1959 were exceptionally low. 
The 1960 Licensing Schedule, announced last October, 
provides for an increase of about 10 per cent over 
licenses in the previous year. This relaxation was made 
possible by the marked improvement in the terms of 
trade and the balance of payments. Many important 
changes have been incorporated in the new schedule, 
which is designed to simplify procedures and to pro- 
vide some relaxation in currency discrimination. 

The improved economic outlook has also enabled the 
Government to relax other restrictions imposed two 
years ago to meet current difficulties. Taxation con 
cessions have been made and social security payments 
increased, and purchasing power and consumption ex- 
penditure will also be expanded by the substantial 
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general increase in wages granted by the Arbitration 

Court in October (see this News Survey, Vol. XII, 

p. 132). 

Source: Australia and New Zealand Bank Limited, 
Quarterly Survey, Melbourne, Australia, Janu- 
ary 1960. 


Fund Transactions 

The record of Fund transactions published in /nter- 
national Financial Statistics, February 1960, shows that 
in December 1959 Argentina purchased the equivalent 
of US$30 million under a one-year stand-by arrange- 
ment for $100 million agreed in that month (see this 
News Survey, Vol. XII, p. 
chased were deutsche mark (equivalent of $7 million), 
pounds sterling ($8 million), and U.S. dollars ($15 mil- 
lion). 


181); the currencies pur- 


Repurchases were made in December by Bolivia 
($1 million), Burma ($4 million), Peru ($14.5 mil- 
lion), and the Union of South Africa ($12.5 million). 

In addition to the stand-by agreed with Argentina, 
a one-year stand-by arrangement for $11.25 million 
was agreed in December with the Dominican Republic 
(see this News Survey, Vol. XII, p. 205). 

During the calendar year 1959, drawings totaled the 
equivalent of $179.8 million—$7 million in deutsche 
mark, $12.5 million in French francs, $21.8 million in 
pounds sterling, and $138.5 million in U.S. dollars. 
Total repayments, $607 million, were greater than in 
any previous year; $573 million represented repurchases 
and $34 million covered drawings of currencies of other 
members. At the end of the year, drawings outstanding 
(i.e., member drawings, net, plus the outstanding debt 
of Czechoslovakia) amounted to $1,268 million. 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
necessarily those of the Fund. 

The News Survey is published weekly, except in the 
Christmas and New Year weeks. It may be obtained free 
of charge by applying to 


The Secretary 


INTERNATIONAL MONETARY FUND 
19th and H Streets, N.W. Washington 25, D. C. 








